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nresant ““/f" aystorny demands that certain hasic elemants of
procedural suidance be accented if we are to naintain the
1ntﬂvr1Lv of the systen of accountaLlllty 4uoptcd Thoy are
defined as follows:
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Al This paper discusses the Sunply Nivisien (SD) posi-
tinn vis-a-vis t?

™

X

the recommondations made by the PPA/PRA Study
ins a recommondation for your anproval in the
sranti,  Any analysis of alternatives to our

1. Stock:

a. Captive - Those jtems for which
budget responsibility, nateriel nmoanagenent,
technical cognizance, and authority for
drawdown are vested in one office.

b. Common - Those items which are
utilized hy two or more reauisiticning
activities (users) with materiel nanage-
ment vested in a single component and
technical cegnizance exercised by an ap-
propriately designated office. Budget
respo§sibility rests with the requisitioner
(user).

2. Materiel Management: Quantitative accountahility
maintained through an adequate systen of transaction and
inventory control either manually or seniautomatically |
(GI: II/ICS).

3. Single 1anagcr.,e.aterlcl management of specific
items or classes of items;iy an apnronrvdtclv des tcn1tnd
rianager., (xdl% does not include hudzet resp ‘thﬂ*ty or
technical caonnizance, although these elnnents mnay he as-
signed to a sinfle manager.)
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R Buduet Respoensibility:  Cionetary estinatos
(budeets) prepared in response to authoritative Prusran
Calls Yy the user

3. Inventory Ludgeting: Pertains only to "captive'!
stock.

£,

Requisitioning Authority: That authority
vested in components allowing avpropriately allotted
monies to be converted into personal property.

7. Direct Procurenent: Requests for materiel not
nmaintained in the Agency's 'stock system” for which pro-
curement action nust be undertaken which results in a
direct fund charge to the requisitioner (user).

§. tock Allocation: Stocks reserved for a
partlculﬂr Agancy component or pro;ect. (It does not
pertain to hateriel management, technical cognizance,
or budget responsibility.)

B. After revicwing the recommendations made {1n draft)
by the FPA/PRA Study Group, we feel that the disadvantages of
our present systenm and the extensive systom revision reguired
to accept a completely capitalized or revolving fund procedure
does, at least at nresent, elininate them from further coansid-
cration. Thus, only the "Direct Funding” and '"MModified PPA/PRAY
proposals are considered responsive to the Study Group charter.
However, the "Revolvinz Fund' alternative and its interfzoce with
current and proposed AUP procedures, a3 they pertain to the
property system, siould be evaluated in dept h with a8 view towards
future consideration for adoption.

I DISCUSSTON

A, As stated earlicr, the status quo is an acceptahle
alternative; but, by the sane token, not all of the deficiencies
of our present systen autonatically translate as advantazes for
"Direct Funding.” In the current atmesphere of "Resource™ and
"Zero Base" budgeting, estimates of future monetary needs w111
require looking morc to the future with less credence put on
past actian. Notwithstanding, thers are very uefinite advan-
tages to "Direct Funding,” albeit most of which will accrue to
the nmaintenance of financial accountability. Conversely, elim-
inating the recording of direct purchases in the Financial
Property Accounting (FPA) system will very definitely brinc man-
power savinzgs to SD in the area of transaction codins and tave
punching of machine input data. This saving, of course, would
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150 apply 10 we vemoevad the rrocessing of direct ourchnees
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1
roucsh thy FPA systen as cnvisioned in tho "Moldificel pPPA/DIA
systen, It ds en accepted fact that any suapply nanaecrent
syston st include effective property contirel and weillzation
criteria. It is extrencly doubtful tﬁ‘ the "Dircct Fundins®
concept voul.! enablice an acceptable level of control and pato-
Ticl utilizantion 10 be established by reason of the fact that

neithor initial iss nor reissue would cawuse an appreopriation
charce. Any &egrcn ot control and utilization of materiel under
"Direct Fundiﬂr” would require clearly defined and practiced
(enforceanvie) auwwly discipline measures. Lack of contrel on
initial issue would nost assuredly result in 1nd1acr1a1ndte
rateriel drawdown. Further, reissue would, of cours bLe
dependont on the materiel being returned when no lon*Pr necded,
The only neaningful control on property is money in the hands
of the requ:sltlover A systenm of price adjustment based on th
condition of an item would be far more enticing from a user's
point of view.

B. Aside from the materiel management aspects, or lack
thereof, in the "Rirect Fundins® con ept, there is an addition-
al burden that woul be placed upon each budzeting component:
i.c., each office would, in the preparation of its budret, heo
required to '"guess” at vhat it must fund and what would bo
funded for it, nccoptancc of inventory budseting for "common'
stocks (a requirerent for all elements if The "Direct Fundina®
proposal is imﬂlcwuntcd) would not retain for us thse measure
of control and utiliration we now have , much less uc“lﬂvn any
anticipated imprevement, S0 cannot effectively discharze its
reqﬁ0n>1>1lity of maintaining a viable, responsive sunply systoen
and at the a“c time mernit indiseriminate drawdovn. Today, we
look at "unfunded PRA" and its effect on our matericl “dn2"enowt
system with a Jaunuiced eye. Under the “Direct Fundinyg' conecept,
we feel we would he subscribing to such a system as a matter of
common practice.

c. The current budgetin" process cam accept inventory
budgeting where 'cantive' stocks are concerncd. Thore are, as
you know, many elemcnts wiich must be considzred in the develon-
ment of a budget estlirate. Briefly, they include, but ars not
limited to:

1. Active projects in the expemditure,
budget, and out years.

2. Materiel usage during the expenditure,
budget, and out years.

. Denmands exnerienca. -
R A A AR N R SRS SR T Rt R P
abrication.
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5. Anticipated funds limitation.

6, Future trends in the Intelliacnce Con-
munity, including trends in naticonal policy and
inmnrovements to the state of the art.

Naturally, materiel usage is of vital concern when dealing with
any spocific period of timec covered by budget estimates with the
ultimate judzment iupacting on "what to huy."™ At the same tine,
continued investnent in inventory Hr newly developed equipment
and significant increases in inventory levels arc of concern,

III RECOMMENDATION

It is feasible at the present time to accept inventory
budgeting for "captive" stock and to climinatc the processing
of all direct purchases through the FPA (PPA/PRA) system. There-
fore, it is recommended that inventory budgeting for “captive"
stock be incornorated into the Study Group's proposal titled

"Modified PPA/PRA" and that this system be adopted.
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